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AUTHORITY: sections 374.045 and 375,143, RSMo Supp. 2013,
and sections 375.934, 375.936, and 375.948, RSMo 2000, This rule
was previously filed as 4 CSR 190-13.060. Original rule filed Jan.
5, 1970, effective Jan. 15, 1970. For intervening history, please con-
sult the Code of State Regulations. Amended: Filed Sept. 30, 2016,

PUBLIC COST: This proposed amendment will not cost siate agen-
cies or political subdivisions meore than five hundred dollars ($500)
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars (3500} in the aggregate.

NOTICE TO SUBMIT COMMENTS: Anyone may file a statement in
support of or in opposition io this proposed amendment with the
Department of Insurance, Financial Institutions and Professional
Repistration, Attention: Tamara W. Kopp, Receivership Counsel,
Director’'s Office, PO Box 690, Jefferson City, MO 65102. Tb be con-
sidered, comments must be received within thirty (30) days afier pub-
lication of this notice in the Missouri Register. No public hearing is
scheduled.

Title 20—DEPARTMENT OF INSURANCE,
FINANCIAL INSTITUTIONS AND PROFESSIONAL
REGISTRATION
Division 400-—Life, Annuities and Health
Chapter 5—Advertising and Material Disclosures

PROPOSED RESCISSION

20 CSR 400-5.410 Disclosure of Material Facts in Annuity Sales.
This rule provided standards for the disclosure of certain information
about annuity contracts to protect consumers and foster consumer
education. The rule specified material information which must be
disclosed and the method for disclosing it in connection with the
offer and sale of annuity contracts, The goal of this regulation was to
ensure that purchasers of annuity contracts understand certain basic
features of an annuity contract. This rule was based upon the
Annuity Disclosure Model Regulation, adopted by the National
Association of Insurance Commissioners in 1998. The rule was a
minimum standard, but was not a substitute for complete disclosure
of material facts prior to sale as required by law.

PURPOSE: This rule is being rescinded because proposed rule 20
CSR 400-5.800 Annuity Disclosure, is replacing the language con-
tained in this rule.

AUTHORITY: sections 374.040, 374.045, 375.013, 375.936(4) and
375.936(6), RSMo 2000 and 375.144, RSMo Supp. 2005, Original
rile filed July 14, 2006, effective Jan, 30, 2007. Rescinded: Filed
Sept. 30, 2016.

PUBLIC COST: The proposed rescission will not cost state agencies
or political subdivisions more than five hundred dollars (3500) in the
aggregate.

PRIVATE COST: The proposed rescission will not cost private enti-
ties more than five hundred dollars ($500) in the aggregate.

NOTICE TO SUBMIT COMMENTS: Anyone may file a siatement in
support of or in opposition to this proposed rescission with the
Department of Insurance, Financial Institutions and Professional
Registration, Attention: Tamarm W. Kopp, Receivership Counsel,
Director's, PO Box 690, Jefferson City, MO 65102. To be considered,
commenis must be received within thirty (30) days after publication
af this notice in the Missouri Register. No public hearing is sched-
uled.

Title 20—DEPARTMENT OF INSURANCE,
FINANCIAL INSTITUTIONS AND PROFESSIONAL
REGISTRATION
Division 400—Life, Annuities and Health
Chapter 5—Advertising and Material Disclosures

PROPOSED RULE
20 CSR 400-5.800 Annuity Disclosure

PURPOSE: This rule effectuates and aids in the interpretation of sec-
tions 375.141.1(8), 375.143, and 375.936(4), (6), and (7), RSMo.
The purpose of this rule is to provide standards for the disclosure of
certain minimum information about annuity contracis to protect con-
sumers and foster consumer education. This rule specifies the mini-
num information which must be disclosed, the method for disclosing
it, and the use and content of illustrations, if used, in connection with
the sale of annuity contracts, The goal of this rule is 1o ensure that
purchasers of annuity contracts understand certain basic features of
annuity contracis. This rule implements the National Association of
Insurance Commissioners (NAIC} Annuity Disclosure Guideline
Regulation #245.

(1) Applicability and Scope. This ruie applies to all group and indi-
vidual annuity contracts and certificates except—

(A) Immediate and deferred annuities that contain no non-guaran-
teed elements;

(B) (Reserved)

1. Annuities used to fund—

A. An employee pension plan which is covered by the
Employee Retirement Income Security Act (ERISA);

B. A plan described by Sections 401(a), 401(k), or 403(b) of
the Internal Revenue Code, where the plan, for purposes of ERISA,
is established or maintained by an employer;

C. A governmental or church plan defined in Section 414 or
a deferred compensation plan of a state or local government or a tax
exempt organization under Section 457 of the /nternal Revenue Code:;
or

D. A nonqualified deferred compensation arrangement estab-
lished or maintained by an employer or plan sponsor.

2, Notwithstanding paragraph (1)}(B)1., the rule shall apply to
annuities used to fund a plan or arrangement that is funded solely by
contributions an employee elects to make whether on a pre-tax or
after-tax basis, and where the insurance company has been notified
that plan participants may choose from among two (2) or more fixed
annuity providers and there is a direct solicitation of an individual
employee by a producer for the purchase of an annuity contract. As
used in this subsection, direct solicitation shall not include any meet-
ing held by a producer solely for the purpose of educating or
enrolling employees in the plan or arrangement;

(C) Non-registered variable annuities issued exclusively to an
accredited investor or qualified purchaser as those terms are defined
iy the Securities Act of 1933 (15 U.S.C. Section 77a et seq.), the
Investment Company Act of 1940 (15 U.S.C. Section 80a-1 et seq.),
or the regulations promulgated under either of those acts, and offered
for sale and sold in a transaction that is exempt from registration
under the Securities Act of 1933 (15 U.S5.C. Section 77a et seq.);

(D) (Reserved)

1. Tramsactions involving variable annuities and other registered
products in compliance with Securities and Exchange Commission
(SEC) rules and Financial Industry Regulatory Authority (FINRA)
rules relating to disclosures and illustrations, provided that compli-
ance with section (3) of this rule shall be required after January 1,
2014, unless, or vntil such time as, the SEC has adopted a summary
prospectus rule or FINRA has approved for use a simplified disclo-
sure form applicable to variable annuities or other registered prod-
ucts.

2. Notwithstanding paragraph (1)(D)1., the delivery of the
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Buyer’s Guide is required in sales of variable annuities, and when
appropriate, in sales of other registered products.
3. Nothing in this rule shall limit the director's ability to enforce
the provisions of this rule or to require additional disclosure;
(E) Structured settlement annuities.

(2) Definitions. For the purposes of this rule—

(A) “Buyer’s Guide™ means the National Association of Insurance
Commissioners’ (NAIC) approved Annuity Buyer's Guide, included
herein as Appendix A. A current version of the NAIC Annuity
Buyer's Guide, available on the NAIC website, www.naic.org, is an
acceptable substiture;

(B) “Contract owner” means the owner named in the annuity con-
tract or certificate holder in the case of a group annuity contract;

(C) “Determinable elements” means elements that are derived
from processes or methods that are guaranteed at issue and not sub-
ject to company discretion, but where the values or amounis cannot
be determined until some point afier issue. These elements include
the premiums, credited interest rates (including any bonus), benefits,
values, non-interest based credits, and/or charges or elements of for-
mulas used to determine any of these. These elements may be
described as guaranteed but not determined at issue. An element is
considered determinable if it was calculated from underlying deter-
minable elements only, or from both determinable and guaranteed
elements;

(D) “Generic name” means a short title descriptive of the annuity
contract being applied for or illustrated such as “single premium
deferred annuity;”

(E) “Guaranteed elemems” means the premiums, credited interest
rates (including any bonus), benefits, values, non-interest based cred-
its, charges, or elements of formulas used to determine any of these,
that are guaranteed or have determinable elements at issue, An ele-
ment is considered guaranteed if all of the underlying elements that
o into its calculation are guaranteed;

(F) “Illustration™ means a personalized presentation or depiction
prepared for and provided to an individual consumer that includes
non-guaranteed elements of an annuity contract over a period of
years. A sample illustration is included herein as Appendix B;

(G) “Market Value Adjustment” or “MVA” feature is a positive or
negative adjustment that may be applied to the account value and/or
cash value of the annuity upon withdrawal, surrender, contract annu-
itization, or death benefit payment based on either the movement of
an external index or on the company's current guaranteed interest
rate being offered on new premiums or new rates for renewal peri-
ods, if that withdrawal, surrender, contract annuitization, or death
benefit payment occurs at a time other than on a specified guaranteed
benefit date;

(H) “Non-guaranteed elements” means the premiums, credited
interest rates (including any bonus), benefits, values, dividends, non-
interest based credits, charges, or elements of formulas used 1o detet-
mine any of these, that are subject to company discretion and are not
guaranteed at issue. An element is considered non-guaranteed if any
of the underlying non-guaranteed elements are used in its calcula-
tion;

(I) “Registered product” means an annuity contract or life insur-
ance policy subject to the prospectus delivery requirements of the
Securities Act of 1933;

(J) “Structured settlement annuity” means a “qualified funding
asset” as defined in Section 130(d) of the Internal Revenue Code or
an annuity that would be a qualified funding asset under Section
E30(d) but for the fact that it is not owned by an assignee under a
qualified assignment.

(3) Stzndards for the Disclosure Document and Buyer’s Guide.
(A) (Reserved)

1. Where the application for an annuity contract is taken in a
face-to-face meeting, the applicant shalfl at or before the time of
application be given both the disclosure document described in sub-
section (3)(B) of this rule and the Buyer’s Guide, if any.

2. Where the application for an annuity contract is taken by
means other than in a face-to-face meeting, the applicant shall be
sent both the disclosure document and the Buyer's Guide no later
than five (5) business days after the completed application is received
by the insurer.

A. With respect to an application received as a result of a
direct solicitation through the mail—

(I} Providing a Buyer’s Guide in a mailing inviting
prospective applicants to apply for an annuity contract shall be
deemed 1o satisfy the requirement that the Buyer’s Guide be provided
no later than five (5) business days afier receipt of the application;

(1I) Providing a disclosure document in a mailing inviting
a prospective applicant to apply for an annuity contract shail be
deemed to satisfy the requirement that the disclosure document be
provided no later than five (5) business days afier receipt of the appli-
cation.

B. With respect to an application received via the Internet—

(I} Taking reasonable steps to make the Buyer's Guide
available for viewing and printing on the insurer’s website shall be
deemed to satisfy the requirement that the Buyer’s Guide be provided
no later than five (5) business days afier receipt of the application;

(11} Taking reasonable steps to make the disclosure docu-
ment available for viewing and printing on the insurer’s website shail
be deemed to satisfy the requirement that the disclosure document be
provided no later than five (5) business days after receipt of the appli-
cation.

C. A solicitation for an annuity contract provided in other
than a face-to-face meeting shall include a statement that the pro-
posed applicant may contact the insurance department of the state for
a free annuity Buyer's Guide. In lieu of the foregoing statement, an
insurer may include a statement that the prospective applicant may
contact the insurer for a free annuity Buyer's Guide.

D. Where the Buyer's Guide and disclosure document are not
provided at or before the time of application, a free look peried of
no less than fifieen (15) days shall be provided for the applicant to
return the annuity contract without penalty. This free look shall run
concurrently with any other free look provided under state law or
rule,

(B) At a minimum, the following information shall be included in
the disclosure document required to be provided under this rule;

1. The genetic name of the contract, the company preduct name,
if different, and form number, and the fact that it is an annuity;

2. The insurer’s legal name, physical address, website address,
and telephone number;

3. A description of the contract and its benefits, emphasizing its
long-term nature, including examples where appropriate:

A. The guaranteed, and non-guaranteed elements of the con-
tract, and their limitations, if any, including for fixed indexed annu-
ities, the elements used to determine the index-based interest, such
as the participation rates, caps or spread, and an explanation of how
they operate;

B. An explanation of the initial crediting rate, or for fixed
indexed annuities, an explanation of how the index-based interest is
determined, specifying any bonus or introductory portion, the dura-
tion of the rate, and the fact that rates may change from time to time
and are not guaranteed;

C. Periodic income options both on a guaranteed and non-
guaranteed basis;

D. Any value reductions caused by withdrawals from or sur-
render of the contract;

E. How values in the contract can be accessed;

F. The death benefit, if available, and how it will be calculat-
ed;

G. A summary of the federal tax status of the contract and
any penalties applicable on withdrawal of values from the contract;
and

H. Impact of any rider, including, but not limited to, a guar-
anteed living benefit or long-term care rider;

4. Specific dollar amount or percentage charges and fees shall
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be listed with an explanation of how they apply; and

5. Information about the current guaranieed rate or indexed
crediting rate formula, if applicable, for new contracts that contains
a clear notice that the rate is subject to change.

(C) Insurers shall define terms used in the disciosure statement in
language that facilitates the understanding by a typical person within
the segment of the public to which the disclosure statement is direct-
ed, however, insurers’ definitions of terms defined in this rule may
not deviate from the definitions in this rule.

(D) Failure to comply with the requirements set forth in section (3)
of this rule shall constitute false information and/or misrepresenta-
tions and false advertising of insurance policies and/or misrepresen-
tation in insurance applications as those terms are used in section
375.936(4), (6), and (7}, RSMo.

(4) Standards for Annuity Illustrations.

(A} An insurer or producer may elect to provide a consumer an
illustration at any time, provided that the illustration is in compliance
with this section and—

1. Clearly labeled as an illustration;

2. Includes a statement referring consumers to the disclosure
document and Buyer's Guide provided to them in connection with
their purchase for additional information about their annuity; and

3. Is prepared by the insurer or third party using software that
is authorized by the insurer prior to its use, provided that the insurer
maintains a system of control over the use of illustraticns.

(B} An illustration furnished an applicant for a group annuity con-
tract or contracts issued to a single applicant on multiple lives may
be either an individual or composite illustration representative of the
coverage on the lives of members of the group or the multiple lives
covered.

(C) The illustration shall not be provided unless accompanied by
the disclosure document referenced in section (3) of this rule.

(D) When using an illustration, the illustration shall not—

1. Describe non-guaranteed elements in a manner that is mis-
leading or has the capacity or tendency to mislead;

2. State or imply that the payment or amount of non-guaranteed
elements is guaranteed; or

3. Be incomplete.

(E) Costs and fees of any type shall be individually noted and
explained.

(F) An illustration shall conform to the following requirements:

1. The illustration shall be labeled with the date on which it was
prepared;

2. Each page, including any explanatory notes or pages, shall be
numbered and show its relationship to the total humber of pages in
the disclosure document (e.g., the fourth page of a seven-page dis-
closure document shall be labeled “page 4 of 7 pages™);

3. The assumed dates of premium receipt and benefit payout
within a contract year shall be clearly identified;

4. If the age of the proposed insured is shown as a component
of the tabular detail, it shall be issue age plus the numbers of years
the contract is assumed to have been in force;

5. The assumed premium on which the illustrated benefits and
values are based shall be clearly identified, including rider premium
for any benefits being illustrated;

6. Any charges for riders or other contract features assessed
against the account value or the crediting rate shall be recognized in
the illustrated values and shall be accompanied by a statement indi-
cating the natre of the rider benefits or the contract features, and
whether or not they are included in the illustration;

7. Guaranteed death benefits and values available upon surren-
der, if any, for the illustrated contract premium shall be shown and
clearly labeled guaranteed;

8. The non-puaranteed elements underlying the non-guaranteed
illustrated values shall be no more favorable than current non-guar-
anteed elements and shall not include any assumed future improve-
ment of such elements. Additionally, non-guaranieed elements used

in calculating non-guaranteed iliustrated values at any future duration
shall reflect any planned changes, including any planned changes that
may eccur afier expiration of an initial guaranteed or bonus period;

9. In determining the non-guaranteed illustrated values for a
fixed indexed annuity, the index-based interest rate and account value
shall be calculated for three (3) different scenarios: one (1) to reflect
historical performance of the index for the most recent ten (10) cal-
endar years; one (1} to reflect the historical performance of the index
for the continuous period of ten (10) calendar years out of the last
twenty (20) calendar years that would result in the least index value
growth (the “low scenario™); one (1) to reflect the historical perfor-
mance of the index for the continuous period of ten (10) calendar
years out of the last twenty (20} calendar years that would result in
the most index value growth (the “high scenario™). The following
requirements apply:

A. The most recent ten (10) calendar years and the last twen-
ty (20) calendar years are defined to end on the prior December 31,
except for illustrations prepared during the first three (3) months of
the year, for which the end date of the calendar year period may be
the December 31 prior to the last full calendar year;

B. If any index utilized in determination of an account value
has not been in existence for at least ten (10) calendar years, indexed
returns for that index shall not be illustrated. If the fixed indexed
annuity provides an option to allocate account value to more than one
(1) indexed or fixed declared rate account, and one (1) or more of
those indexes has not been in existence for at least ten (10) calendar
years, the allocation to such indexed account(s) shall be assumed to
be zero;

C. If any index utilized in determination of an account value
has been in existence for at least ten (10) calendar years but less than
twenty (20) calendar years, the ten (10) calendar year periods that
define the low and high scenarios shall be chosen from the exact
number of years the index has been in existence;

D. The non-guaranteed element(s), such as caps, spreads,
participation rates, or other interest crediting adjustments, vsed in
calculating the non-guaranteed index-based interest rate shall be no
more favorable than the corresponding current element(s);

E. If a fixed indexed annuity provides an option to allocate
the account value to more than one indexed or fixed declared rate
account—

(I} The allocation used in the illustration shall be the same
for all three (3) scenarios; and

(I} The 1en (10) calendar year periods resulting in the least
and greatest index growth periods shall be determined independently
for each indexed account option;

F. The geometric mean annual effective rate of the account
value growth over the ten (10) calendar year period shall be shown
for each scenario;

G. If the most recent ten (10} calendar year historical period
experience of the index is shorter than the number of years needed
to fulfill the requirement of subsection (4)(H}, the most recent ten
(10) calendar year historical period experience of the index shall be
used for each subsequent ten (10) calendar year period beyond the
initial period for the purpose of calculating the account value for the
remaining years of the illustration;

H. The low and high scenarios: 1) need not show surrender
values (if different than account values); 2} shall not extend beyond
ten (10) calendar years (and therefore are not subject to the require-
ments of subsection (4)(H) beyond subparagraph (4)(H)1.A.; and 3)
may be shown on a separate page. A graphical presentation shall also
be included comparing the movement of the account value over the
ten (10) calendar year period for the low scenario, the high scenario
and the most recent ten (10) calendar year scenario; and

I. The low and high scenarios should reflect the irregular
nature of the index performance and should trigger every type of
adjustment to the index-based interest rate under the contract. The
effect of the adjustments should be clear; for example, additional
columns showing how the adjustment applied may be included. If an
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adjustment to the index-based interest rate is not triggered in the
illustration (because no historical values of the index in the required
illustration range would have triggered it), the illustration shall so
state;

10. The guaranteed elements, if any, shall be shown before cor-
responding non-guaranteed elements and shall be specifically
referred to on any page of an illustration that shows or describes only
the non-guaranieed elements (e.g., “see page 1 for guaranteed ele-
ments");

il. The account or accumulation value of a contract, if shown,
shall be identified by the name this value is given in the contract
being illustrated and shown in close proximity to the corresponding
value available upon surrender;

12. The value available upon surrender shall be identified by the
name this value is given in the contract being illustrated and shall be
the amount available to the contract owner in a lump sum after
deduction of surrender charges, bonus forfeitures, contract loans,
contract loan interest, and application of any market value adjust-
ment, as applicable;

13. Nlustrations may show contract benefits and values in graph-
ic or chart form in addition to the tabular form;

14. Any illustration of non-guaranteed elements shall be accom-
panied by a statement indicating that—

A. The benefits and values are not guaranteed;

B. The assumptions on which they are based are subject to
change by the insurer; and

C. Actual results may be higher or lower;

15. Illustrations based on non-guaranteed credited interest and
non-guaranteed annuity income rates shal] contain equally prominent
comparisons to guaranteed credited interest and guaranteed annuity
income rates, including any guaranteed and non-guaranteed partici-
pation rates, caps, or spreads for fixed indexed annuities;

16. The annuity income rate illustrated shall not be greater than
the current annuity income rate unless the contract puarantees are in
fact more favorable;

17. Nlustrations shall be concise and easy to read;

18. Key terms shall be defined and then used consistently
throughout the illustration;

19. Illustrations shall not depict values beyond the maximum
annuitization age or date;

20. Annuitization benefits shall be based on contract valves that
reflect surrender charges or any other adjustments, if applicable; and

21. Tllustrations shall show both annuity income rates per one
thousand dollars ($1000.00) and the dollar amounts of the periodic
income payable.

(G) An annuity illustration shall include a narrative summary that
includes the following unless there is provided at the same time in a
disclosure document:

1. A brief description of any contract features, riders or options,
guaranteed and/or nonguaranteed, shown in the basic illustration and
the impact each may have on the benefits and values of the contract;

2. A brief description of any other optional benefits or features
that are selected, but not shown in the illustration and the impact
each has on the benefits and values of the contract;

3. Identification and a brief definition of column headings and
key terms used in the illustration;

4. A statement containing in substance the following:

A. For other than fixed indexed annuities—

(I) This illustration a2ssumes the annuity’s current nonguar-
anteed elements will not change. It is likely that they will change and
actual values will be higher or lower than those in this illustration but
will not be less than the minimum guarantees;

(II) The values in this illustration are mo¢ guarantees or
even estimates of the amounts you can expect from your annuity.
Please review the entire Disclosure Document and Buyer's Guide
provided with your Annuity Contract for more detailed information;

B. For fixed indexed annuities—
(I) This illustration assumes the index will repeat historical

performance and that the annuity’s current non-guaranteed elements,
such as caps, spreads, participation rates, or other interest crediting
adjustments, will not change. It is likely that the index will not repeat
historical performance, the non-guaranteed clements wifl change,
and actual values will be higher or lower than those in this illustra-
tion but will not be less than the minimum guarantees;

(I} The values in this illustration are not guarantees or
even estimates of the amounts you can expect from your annuity.
Please review the entire Disclosure Document and Buyer's Guide
provided with your Annuity Contract for more detailed information;
and

5. Additional explanations as follows:

A. Minimum guarantees shall be clearly explained;

B. The effect on contract values of contract surrender prior to
maturity shall be explained,

C. Any conditions on the payment of bonuses shall be
explained;

D. For annuities sold as an IRA, qualified plan, or in another
arrangement subject to the required minimum distribution (RMD)
requiremenits of the Internal Revenue Code, the effect of RMDs on
the contract values shall be explained;

E. For annuities with recurring surrender charge schedules, a
clear and concise explanation of what circumstances will cause the
surrender charge to recur; and

F. A brief description of the types of annuity income options
available shall be explained, including:

(I) The earliest or only maturity date for annuitization (as
the term is defined in the contract);

(1) For contracts with an optional maturity date, the peri-
odic income amount for at least one (1) of the annuity income
options available based on the guaranteed rates in the contract, at the
later of age seventy (70) or ten (10) years afier issue, but in no case
later than the maximum annuitization age or date in the contract;

(Il1) For contracts with a fixed maturity date, the periodic
income amount for at least one (1) of the annuity income options
available, based on the puaranteed rates in the contract at the fixed
maturity date; and

(IV) The periodic income amount based on the currently
available periodic income rates for the annuity income option in part
(4)G)3.E(II) or part (4)(G)5.F.(111), if desired.

(H) Following the narrative summary, an illestration shall include
a numeric summary which shall include &t minimum, numeric values
at the following durations:

1. {Reserved)

A. First ten (10) contract years; or

B. Surrender charge period if longer than ten (10) years,
including any renewal surrender charge period(s);

2. Every tenth contract year up to the later of thirty (30) years
or age seventy (70); and

3. (Reserved)

A. Required annuitization age; or

B. Required annuitization date.

() If the annuity contains a MVA, the following provisions apply
to the illustration:

1. The MVA shall be referred to as such throvghout the illustra-
tion;

2. The narrative shall include an explanation, in simple terms,
of the potential effect of the MVA on the value available upon sur-
render;

3. The narrative shall include an explanation, in simple terms,
of the potential effect of the MVA on the death benefit;

4. A statement, containing in substance the following, shall be
included:

A. When you make a withdrawal the amount you receive may
be increased or decreased by a Market Value Adjustment (MVA). If
interest rates on which the MVA is based go up after you buy your
annuity, the MVA likely will decrease the amount you receive. If
interest rates go down, the MVA will likely increase the amount you
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receive;

5. llustrations shall describe both the upside and the downside
aspects of the contract feawres relating to the MVA;

6. The illustrative effect of the MVA shall be shown under at
least one (1) positive and one (1) negative scenario. This demonstra-
tion shall appear on a separate page and be clearly labeled that it is
information demonstrating the potential impact of a MVA;

7. Actual MVA floors and ceilings as listed in the contract shall
be illustrated; and

8. If the MVA has significant characteristics not addressed by
paragraphs (4)(I)1.-(4)(I)6., the effect of such characteristics shall
be shown in the illustration.

(J) A narrative summary for a fixed indexed annuity illustration
also shall include the following unless provided at the same time in
a disclosure document:

1. An explanation, in simple terms, of the elements vsed 1o
determine the index-based interest, including, but not limited to, the
following elements:

A. The Index(es) which will be used to determine the index-
based interest;

B. The Indexing Method - such as point-to-point, daily aver-
aging, monthly averaging;

C. The Index Term - the period over which indexed-based
interest is calculated;

D. The Participation Rate, if applicable;

E. The Cap, if applicable; and

F. The Spread, if applicable;

2, The narrative shall include an explanation, in simple terms,
of how index-based interest is credited in the indexed annuity;

3. The narrative shall include a brief description of the frequen-
cy with which the company can re-set the elements used to determine
the index-based credits, including the participation rate, the cap, and
the spread, if applicable; and

4. If the product altows the contract holder o make allocations
to declared-rate segment, then the narrative shall include a brief
description of—

A. Any options to make allocations to a declared-rate seg-
ment, both for new premiums and for transfers from the indexed-
based segments; and

B. Differences in guarantees applicable to the declared-rate
segment and the indexed-based segments.

(K) A numeric summary for a fixed indexed annuity illustration
shall include, at a minimum, the following elements:

1. The assumed growth rate of the index in accordance with
paragraph (4XF)9.;

2. The assumed values for the panicipation rae, cap, and
spread, if applicable; and

3. The assumed atlocation between indexed-based segments and
declared-rate segment, if applicable, in accordance with paragraph
@(F9.

(L) If the contract is issued other than as applied for, a revised
illustration conforming to the contract as issued shall be sent with the
contract, except that non-substantive changes, including, but not lim-
ited to, changes in the amount of expected initial or additional pre-
miums and any changes in amounts of exchanges pursuant to Section
1035 of the Internal Revenue Code, rollovers or transfers, which do
not alter the key benefits and features of the annuity as applied for
will not require a revised illustration unless requested by the appli-
cant.

(M) Failure to comply with the requirements set forth in section
(4) of this rule shall constitute false information and/or misrepresen-
tations and false advertising of insurance policies and/or misrepre-
sentation in insurance applications as those terms are used in section
375.936(4), (6), and (7), RSMo.

(5) Report 10 Contract Owners. For annuities in the payout period
that include non-guaranteed elements, and for deferred annuities in
the accumulation period, the insurer shall provide each contract

owner with a report, at least annually, on the status of the contract
that contains at least the following information:

(A) The beginning and end date of the current report period;

(B) The accumulation and cash surrender value, if any, at the end
of the previous report period and at the end of the current report peri-

(C) The total amounts, if any, that have been credited, charged to
the contract value, or paid during the current report period; and

(D) The amount of outstanding loans, if any, as of the end of the
current report period.

(E) Failure to comply with the requirements set forth in section (5)
of this rule shail constitute false information and/or misrepresenta-
tions and false advertising of insurance policies as those terms are
used in section 375.936(4) and (6), RSMo.

(6) Separability. If any provision of this rule or its application to any
person or circumstance is for any reason held (o be invalid by any
court of law, the remainder of the rule and its application to other
persons or circumstances shall not be affected,

(7) Recordkeeping. Insurers or insurance producers shall maintain or
be able to make available to the director records of the information
collected from the consumer and other information provided in the
disclosure statement (inciuding illustrations) for not less than three
(3) years after the contract is delivered by the insurer. An insurer is
permitted, but shall not be required, to maintain documentation on
behalf of an insurance producer. Records required to be maintained
by this rule may be maintained in paper, photographic, microprocess,
magnetic, mechanical or electronic media, or by any process that
accurately reproduces the actual document,

APPENDIX A
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Ir's important that you understand how annuities can be different from cach other so you can
choose the type of anauity that’s best for you. The purpose of this Buyer's Guide is to help you do
that. This Buyer’s Guide isn't meant to offer legal, inancial, or tax advice. You may want 1o consult
independent advisors that specialize in these areas.

This Buyer's Guide is about deferred annuities in general and some of their most common
features. It’s not about any particular annuity product. The annuity you select may have unique
features this Guide doesn’t describe. It’s impartant for you to carcfully read the material you're
given or ask your annuity salesperson, especially if you're interested in a particular annuity or
specific annuity features,

This Buyer’s Guide includes questions you should ask the insurance company or the annuity
salesperson (the agent, producer, broker, or advisar). Be sure you're satisficd with the answers before
you buy an annuity.
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Whati Is an Annuity?

What Is an Annuity?

An annuity is a contract with an insurance company. All annuities have on¢ feature in common, and it
makes annvitics different from other financial products. With an annuity, the insurance company premises to
Payyou income on a regular basis for @ period of time you choase—including the rest of your life,

When Annuities Start to Make Income Payments

Some annuitics begin paying income to you soon after you buy it (an immediate annuity). Others begin at

some later date you choose (z deferred annuity).

How Deferred Annuities Are Alike

There are ways that most deferred annuities are alike.

-

They have an accumulation period and a payout period. During the accumulation period, the
value of your annuity changes based on the type of annuity, Duting the payout period, the annuity

mzkes income payments to yon.

They offer a basic death bencfic. If you die during the accumulation period, a deferred annuity
with a basic death benefit pays some or all of the annuity’s value to your survivors (called
beneficiarics) cither in one payment or multiple payments over time. The amount is usually the
greater of che annuity account value or the minimum guaranteed surrender value, If you die
after you begin to receive income payments (annuitize), your chosen survivors may not receive

anything unless: 1) your annuity guarantces to pay

out at least as much as you paid into the annuity, or
2) you chose 2 payout option that continues to make
payments after your death. For an extra cost, you may

Sources of Information

Contract: The legal document
between you and the insurance
company that binds both of you to
the terms of the ogreement.

Disclosure: A document that
describes the key features of your
annuity, Including what is guaranteed
and what ksn't, and your annulty's
fees and charges. If you buy a variable
onnuity, you'll recsive a prospectus
that Includes detailed information
about investment objectives, risks,
charges, and expenses,

IMusteation: A personalized
document that shows how your
annuity features might work. Ask
what is guaranteed and what isn’t
and what assumptions were made to
create the Hustration.

be able to chonse enhanced death benefits that increase
the value of the basic death benefit.

*  You usually have to pay a charge (called 2 surrender

or withdrawal charge) if you take some or all of
your money out coo carly {usually before 2 sec time
period ends). Some annuities may not charge if you
withdraw small amounts (for example, 10% or less
of the account value) each year.

Any money your annuity carns is tax deferred. That
means you won't pay income tax on earnings until
you take them out of the ennuity.

You can add features (called riders} to many
annuijtles, sually ar an extra cost.

An annuity salesperson must be licensed by your
state insurance department. A person sefling 2
varigble annuity also must be registered with
FINRA! as a rcpresentative of a broker/dealer
that'’s 2 FINRA member. In some states, the state
sccuritics department also must license a person
selling a variable annuity.

I. FINRA (Financial Indastry Regulatory Authority) reguistes the cotmpanics and salespeople who sell variable annuitics,

© 2013 Nationzl Assoclation of Jnsurance Commissioners
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*  Insurance companies scll annuities. You want to buy from an insurance company that's financially
sound. There arc various ways you can research an insurance company's financial strength, You
c€an visit the insurance company’s website or ask your annuity salesperson for more information.
You also can revicw an insurance company'’s ating from an independent rating agency. Four main
firma currently rate insurance companies, They are AM. Best Company, Standard and Poor's
Carporation, Moody’s Investors Service, and Fitch Ratings. Your insurance department may have
more information about insurance companies. An easy way to find contact information for your
insurance department is to visit wws.naic.org and click on “States and Jurisdictions Map.”

*  Insurance companics usually pay the annuity salesperson aficr the sale, but the payment docsn't
reduce the amount you pay into the annuity. You can ask your salesperson how they earn money

from the sale.
How Deferred Annuities Are Different 35
LAt

There are differences among deferred annuities. Some of the differences are: ~fncd
e
*  Whether you pay for the annuity with one or more than onc payment {called 2 premium). f:“;‘,
*  The types and amounts of the fees, charges, and adjustments. While almost all annuities have ":ﬁ
some fees and charges that could reduce your account value, the types and amounts can be different g
among annuitics. Read the Fees, Charges, and Adjustments section in this Buyer's Guide for more T
f?ﬁmﬂﬂ'ﬂl. RV EL
SO
¢ Whether the annuity is a fixed annuity or 2 variable annuity. How the value of an annuity changes i
is different depending on whether the annuity s fixed or variable. ;:‘:
Fixed annuities guarantee your money will eam at least 2 minimum interest rate. Fixed %
annuitics may earn interest at a rate higher than the minimum but only the minimum rate is N
guaranteed. The insurance company sets the rates. g
Fixed indexed annuities arc u type of fixed annuity that earns interest based on changes in Gl
a market index, which measures how the market or part of the market performs. The intcrest rate is yrd
guaranteed to never be [ess than zero, even if the market goes down. “'ﬁ:
g
Variable annuities carn investment returns based on the performance of the investment i"'"“!
portfolios, known 25 “subaccounts,” where you choose to put your money. The rerumn earned in a ;,mm.

variable annuicy isn't guaranteed. ‘The value of the subaccounts you choose could go up or down. If ,’:.;
they go up, you could make money. But, if the value of these subaccounts goes dows, you could lose *;"@:-

L

money. Also, income payments to you could be less than you expected,

*  Somecannuities offera premium bonus, which usuallyis 2 lump sum amount the insurance company
adds to your annuity when you buy it or when you add money. It's usually a set percentage of the
amount you put into the annuity. Other annuities offer an interest honus, which is an amount the
insurance company adds to your annuity when you easn interest. It’s usually a set percentage of the
interest carned. You may not be able to withdraw some or all of your premium bonus for  sct period
of time. Ahso, you could lose the bonus if you take some or all of the money out of your annuity
within a set period of time.

© 2013 Nationa! Associaton of Insurance Commissionars 2
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Value of a Deferred A

How Does the Value of a Deferred Annuity Change?

Fixed Annuities

Money in a fixed deferred annuity earns interest at a rate the insurer sets, The rate is fived (won't change) for some
petiod, usually a year, Afier that rate period cnds, the insurance company will set anather fived interest rate for
the next rate period. That rats could be bigher ar lower than the earlier rate.

Fixed deferred annuities do have a guaranteed minimum interest rate—the lowese rate the annuity can earn.
It's stated in your contract and disclosure and can't change as long s you own the annuity. Ask about:

»

The initial interess rate — What is the cate? How long until it will change?
‘The rencwal interest rate — When will it be announced? How will the insurance
company tell you what the ncw rate will be?

Fixed Deferred Indexed
Formulas
Annual Point-to-Point - Change in

Index calculated using two dates one
yedr apart,

Moulti-Year Poine-to-Polnt —Change
in Index calculated using two dates
more than one year apart.

Monthly or Daily Averaging ~
Chonge in index colculated using
multiple dotes (one day of every
month for monthly everaging, every
day the market is open for dally
averaging). The average of these
values is compared with the index
value at the start of the index term.

Monthly Point-ta-Point - Change

In index colculated for each month
durlng the index term. Each monthly
change is limited to the *'cap rate”
for positive changes, but not when
the change is negatlve. At the end of
the index term, all monthly chenges
(positive and negative) are added. If
the result Is positive, interest Is added
to the annulty. If the result is negative
of 2ero, no Interest {0X) is added.

Fixed Indexed Annuities

Money ina fixed indexed annuity earns interestbased on
changes in an index. Some indexes are measures of how
the overall financial markets perform (such as the S8P
500 Index or Dow Jones Industrial Average) during
a sct peried of time {called the index trrm), Others
measure how a specific financial market performs
(such as the Nasdaq) during the tezm. The insurance
company uscs 2 formula to determine how a change in
the Index affects che amount of interest to add to your
annuity at the end of each index term. Once interest is
added o your annuity for an Index term, those earnings
usuaily are locked in and changes in the index in the
next index term don't affect them. If you rake mency
from an indexed annuity before an index term ends, e
annuity may not add all of the index-linked interest for
that term to your account.

Insurance companics use different formulas to calculate
the interest to add o your annvity. They look at changes
in the index over 4 period of time. See the box “Fixed
Deferred Indexed Fermulas™ that describes how changes
in an index are used to calculate intesest.

The formulas insurance companiss use often mean
that interest added to your annuity is based on only
part of a change in an index over a set period of
time. Participation rates, cap rates, and spread rates
{sometimes called margin or asset fees) all are terms
thar describe ways the amount of interest added to your
annuity may not reflect the full change in the index.
But if rthe index goes down over that period, zevo interest is
added to your annuity. Then your annuity value won't go
down as long 35 you don't withdraw the money.

‘When you buy an indexed annuity, you aren't investing

Page 1607

directly in the market or the index. Some indexed annuities offer you more than one index choice. Many
indexed annuities also offer the choice to put part of your money in a fixed interest rate account, with a rate
that won't change for a set period.

3 © 2013 National Associadon of Insurance Commissioness
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Variable Annuities

Money in 2 variabls anpuity earns a return based on the performance of the investment portfolios, kaown
as “subaccounts,” where you choose to put your money. Your investment choices likely will include
subaceounts with different types and levels of risk. Your choices will affect che return you earn on your
annuity. Subuccounts usually have no guaranteed return, but you may have a choice to put some money in a
fixed interest rate account, with a rate that won't change for a set period.

The value of your annuity can change every day us the subaccounts’ values change. If the subaccounts’
values increase, your annuity earns money. But there’s no guarantee that the values of the subaccounts will
increase. If the subaccannts’ values go dotwn, you may end up with less money in your annuity than you paid
nta it

An insurer may offer several versions of a variable deferred annuicy product. The different versions vsually
are identified a5 share classes. The key differences becween the versions are the fees you'll pay every year you
own the annuity. The rules that apply if you take money out of the annulty also may be different. Read the
prospectus carefully. Ask the annuity salesperson to explain the differences among the versions.

How Insurers Determine
Indexed Interest

Participation Rote — Determines
how much of the increase in the

index Is used to calculate Index-linked
interest, A participation rate usually
is fora set period. The perlod con

be from one yeor to the entire term.
Some companies guarantee the rate
can never be lower (higher) than a set
minimum (maximum). Participation
rates are often Jass than 100X,
particularly when there's no cap rate,

Cap Rare - Typically, the maximum
rate of interest the annuity will

earn during the Index term. Some
annuitles guarantee that the cap rate
will never be iower (higher) than o
set. minimum {maximum). Companles
often use a cap rate, especlally if the
participation rate is 100X,

Spread Rate—A set percentage the
Insurer subtracts from any change
in the index. Also called a “margin
or asset fee."” Companles may use
this instead of or in addition toa
participation or cap rate,

© 2013 National Association of Insurance Commissioners

What Other Information
Should You Consider?

Fees, Charges, and Adjustments

Fees and charges reduce the value of your annuity. They
help cover the insurer’s costs to sell and manage the
annuity and pay benefits. The insurer may subtract these
costs dircctly from your anouity’s value, Most annuitics
have fees and charges but they can be different for
different annuities. Read the contract and disclosure or
prospectus carefully and ask the znnuity salespersen w
describe these costs,

A surrender or withdrawal charge is 2 charge if you
take part or all of the money out of your anmuity during
a et period of time. The charge is a percentage of the
amount you take aut of the anmuity. The percentage
usually gocs down cach year until the surrender charge
period ends, Look at the contrace 2nd the disclostre or
prospectus for derails abour the chacge. Also look for
any waivers for events (such as a death) or the right to
take out 2 small amount (usually up to 10%) each year
without paying the charge. If you take all of your money
out of an annuity, you've surrendered it and no longer
have any right to future income payments,

Some annuities have a Market Value Adjustment
(MVA). An MVA could increase or decrease your
annuity’s account value, cash surrender value, andfor
death benefit value if you withdraw money from your
accaunt. In general, if interest rates aze lower when you
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How Annuities Make Payments

withdraw money than they were when you boughe the 2nnuity, the MVA could increase the amount you
could raks from your annuity. If intcrest rates are Aigher than when you bought the annuity, the MVA
could reduce the amount you could take from your annuity. Every MVA calculation is differcnt. Check your

contract and disclosure or prospectus for details.
How Annuities Make Payments
Annuitize

At some future time, you can choose to annuitize your
annuity and start to receive guaranteed fixed income
payments for life or a period of time you choase, After
payments begin, you can’t take any other money out of
the annuity. You also usually can't change the amount
of your payments. For more information, see “Payout
Optians” in this Buyer's Guide. If you dic before the
payment period ends, your survivors may not receive
any payments, depending on the payour option you

choase.

Full Withdrawal

You can withdraw the cash surrender value of the
annuity in a lump sum payment and end your anouity.
You'll likely pay a charge to do this if it’s during the
surrender charge period. If you withdraw your annuity's
cash surrender value, your annuity is cancelled. Once
that happens, you can't start or continue to receive
regular income payments from the annuity.

Partial Withdrawal

You may be able to withdraw seme of the money from
the annuity’s cash surrender value wichout ending the
annuity. Most annuities with surrender charges let you
take out 2 certain amount (usually up o 10%) each
year without paying surrender charges on that amouat.
Check your contract and disclosure or prospectus. Ask
your annuity salesperson about other ways you can take
money from the annuity without paying charges.

Living Benefits for Fixed Annuities
Some fixed annuities, especially fixed indexed annuitics,

offer a guaranteed living benefits rider, usually at an
extra cost. A common type is called a guaranteed lifetime

Annuity Fees
and Charges

Contract fee - A flot dollar amount or
percentoge charged once or annually.

Pescentage of purchase payment -
A front-end sales load or other charge

deducted from each premium poid.
The percentage may vary over time.

Premium tax - A tax some states
charge on annulties. The Insurer
may subtrdact the amount of the tax
when you pay your premium, when
you withdraw your contract volue,
when you start to receive Income
payments, or when it pays a death
benefit to your beneficlary.

Teansaction fee - A chorge for
certain transactions, such as transfers
or withdrawals,

teb

Mortality and expense (MEE)
risk charge - A fee charged on
varlable annuitles. It’s o percentage
of the account value invested in
subaccounts.

Underlying fund charges -

Fees and charges on a variable
annuity’s subaccounts; may include
on [nvestment management fee,
distribution and service (ab-1) fees,
and other fees.

withdrawal benefit that guarantees to make income payments you can’t outlive. While you get payments, the
money still in your annuity continues te earn interest. You can cheose to stop and restart the payments or you
might be able to take extra money from your annuity. Even if the payments reduce the annuity's value to zero
at some point, you'll continue to get payments for the rest of your life. If you dic while recciving payments,
your survivors may get some or all of the money left in your annuiry.

© 2013 National Association of Insurance Commissioners
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Living Benefits for Variable Annuities

Varisble annuities may offer a benefit at an extra cost
that guarantees you a minimum acrount value, 2
minimum lifetime income, or minimum withdrawal
amounts regardiess of how your subaccounts perform.
See “Variable Annuity Living Benefit Options® at right.
Check your contract and disclosure or prespectus ar ask
your annuity salesperson about these options.

How Annuities Are Taxed

Ask a tax professional about your individual situation.
The information below is general and should not be
considered tax advice.

Current  federal law gives annuities special tax
treatment. Income tax gn annuities is deferred. That
means you aren't taxed on any interest or investrnent
returns while your money is in the annuity, This jsn't
the same as tax-free. You'll pay ordinary income tax
when you take a withdrawal, receive an income stream,
or receive each annuity payment. When you die, your
survivors will typically owe income taxes on any death
benefit they receive from an annuity.

There are other ways to save that offer tax advantages,
including Individual Retirement Accounts (IR As). You
can buy an annuity t fund an IRA, butyow alse can fund
Your IRA other ways and get the same tax advantages.
When you take a withdrawal ot receive payments, you'll
pay ordinary income tax on ll of the money you receive
{not just the interest or the investment recurn). You
also may have to pay a 10% tax penalty if you withdraw
moncy before you're age 59%4.

Finding an Annuity That's
Right for You

An annuity salesperson who suggests an annuity must
choose one that they think is righe for you, based on
information from you. They nced complete information
about your life and financial situation to make a
suitable recommendation. Expect 2 salesperson to ask
about your age; your financial sitnation (assets, debts,
income, rax status, how you plan to pay for the annuity);
your tolerance for risk; your financial objectives and
experience; your famlly circcumstances; and how you
plan to use the annuity. If you aren’t comforeable with
the annuity, ask your annuiry salesperson to explain
why they recommended it. Don't buy an annuity you
don't understand or that docsn't seem right for you,

© 2013 Natonal Association of Insurance Commissioners
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Variable Annuity Living
Benefit Options

Guaranteed Minimum
Accumulation Benefit (GMABR) -
Guarantees your account value will
equal some percentage (typically
100%) of premiums less withdrawals,
ot aset future date (for example, at
maturlty). If your annuity is worth
less than the guaranteed amount at
that date, your insurance company
will add the difference,

Guaranteed Minimum Income
Benefit (GMIB) - Guarantees ¢
minimum lifetime income. You usually
must choase this benefit when you
buy the annuity and must annultize

to use the benefit. There may be
awalting period before you can
onnultize using this benefit.

Guaranteed Lifetime Withdrawal
Benefit (GLWB) - Guarantees you
can make withdrowals for the rest
of your life, up to a set maximum
percentage each year.

Payout Options

You'll have d choice about how to
receive income payments. These
cholces usually Include:

* Foryour ifetime

v For the longer of your
lifetlme or your spouse’s
fifetime

For a set time period
For the longer of your
lifetime or aset time
perlod
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Within each annuity, the insurer may guarantee some values but not others. Some guarantges may be
only for a year or less while others could be longer. Ask sbout risks and decide if you can accept them, For
cxample, it's possible you won't get all of your money back or tha return on your annuity may be lower than
you expected. It's also possible you won't be able to withdraw money you need from your annuity without
paying fees or the annuity payments may not be as much as you need to reach your goals. These risks vary
with the rype of annuity you buy. All product guarantees depend on the insurance company’s financial
strength and claims-paying abilicy.

Questions You Should Ask

* Dol understand the risks of an annuity? Am I comfortable with them?
*  How will this annuity help me meet my overall financia? objectives and time horizon?

*  Willl use the annaity for 2 long-term goal such as retirement? If so, how could §
achieve that goal if the income from the annuity isn't 28 much as I expected it to be?

*  Whar fearures and benefits in the annuity, other chan tax deferral, make it
appropriate for me?

*  Docs my annuity offer 2 guaranteed minimum interest eate? If so, what is it?
*  Ifthe annuity includes riders, do I understand how they work?

*  Am I aaking full advantage of all of my other tax-deferred opportunities,
such as 401(k})s, 403(b)s, and IR As?

* Dol understand all of the annuity'’s fees, charges, and adjustments?

+  Is there a limir on how much I can take out of my annuity each year withour
paying a surrender charge? Is there a limit on the tofef amount I can withdraw
during the surrender charge period?

* Dolintend to keep my money in the annuity long enough to avoid paying
any surrender charges?

*  Have I consulted a tax edvisor and/or considered how buying an annuity
will affect my tax liability?

*  How do I make sure my chosen survivors (beneficiaries) will seceive any
payment from my annuity if I die?

If you don't know the answers or bave other questiars, ask your annuity salesperson for belp.

Finding the Annuity for You

When You Receive Your Annuity Contract

When you receive your annnity contract, carefully review it. Be sure it matches your understanding. Also,
read the disclosure or prospectus and other materials from the insurance company, Ask your annuity
salespersan to explain anything you don’t understand. In many states, a law gives you a st number of days
(usually 10 to 30 days) to change your mind about buying an annuicy after you receive it This often is called
a free look or right to return period. Your contract and disclosure or prospectus should prominently state
your free look period. If you decide during char rime that you don't want the annuity, you can contact the
insurance company and return the contract. Depending on the state, you'll either get back all of your money
of your current account value.

7 © 2013 National Astociztion of Insurance Commissioners
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Model Regulation Servica—2 Quarter 2016

Apnaity Dustration Example
[The following illustration is an example only
And does not reflect specific characteristics of any actual product for sale by any company]

ABC Life Insurance Company
Company Product Name
Flexible Premium Fixed Deferred Annuity with a Market Value Adjustment (MVA)
An Nlustration Prepared for John Doe by John Agent on mm/dd/yyyy
(Contact us at Policyowmerservice@ARCLife com or 555-555-5555)

8 Sex: Mals ; ' * Initial Premivm Paywent: $100,000.00
Age ot Issue; 54 : Planned Annual Premium Payments: None |
Annuitant: John Doe Tax Status: Nooqualified

3l Oldest Age at Which Annuity Payments Can Begin: 95 Withdrawels: Noue Dlustrated

Initial Interest Guarantee Perlod

% Initial Guaranteed Interest Crediting Rates
B First Year (reflects first year only interest bonus credit of 0.75%);
Remainder of Initial Interest Guarantee Period:

: Marlket Value Adjustment Period: :
Mipimum Guaranteed Interest Rate after Initial Interest Guarantee Period *:

¢ After the Initial Intcrest Guarantee Period, a new interest rate will be declarcd annually. This rate cannot be lower than the
Minimum Guaranteed Interest Rate.

Annuity Income Options and Mustrated Monthly Income Values

This annuity is designed to pay an income that is guaranteed to last as long as the Annuitant lives. When annuity income
payments are to begin, the incoms payment amounts wilt be determined by applying as annuity income rate to the annuity
Account Value.

Annuity Income options include the folowing:
e Periodic payments for Annuitant’s life
» Periodic payments for Annuitant’s life with payments guaranteed for a certain number of years
» Periodic payments for Annuitant’s lifc with payments continuing for the life of n survivor annuitant

ustrated Annnity Inceme Option: Monthly payments for annuitent’s lifs with payments guaranteed for 10-year period.
Assumed Age When Payments Start: 70

Account Monthly Annuity | Monthly Annuity
Value Income Income
Rale/$1,000 of
_ Account Value *
Based on Rates Guaranteed in the Cantract $164,798 $5.00 $323.99
| Based on Rates Currently Offered by the Company $171.976 $6.50 $1,117.84

* If, at the time of annuitization, the annuity income rates currently offered by the company are higher than the annuity
income rates guaranteed in the contract, the current rates will apply.

© 2015 Nationa! Apsociation of Inaurance Commiasionera 246-36
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ABC Life Insurance Company
Company Product Name
Flexible Premium Fixed Deferred Annuity with a Market Value Adjustment (MVA)
An Nlustration Prepared for John Doe by John Agent on mm/dd/yyyy
Contact us at Policyownerservice@ABCLife.com or 355-555-5555

Values Based on Assimption that
Values Based on Guaranieed Rates Initial Guaranteed Rates Confinuz
Cash Mininum Cash
Surrender Cash Surrender
Interest Value Swrrender Interest Value
Contract | Preminm | Crediting | Account Before | Value After | Crediting | Account | Before and
Year/Age | Payment Rate Valus MVA MVA Rate Value | After MVA
n (2) (3) ) 3) (©) (N ®) (6]
1/55 3 100,000 4,15% § 104,150 $ 95818 § 92,000 4.15% § 104,150 $ 952818
21/56 V] 340% 107,691 100,153 93,000 340% 107,691 100,153
3/57 0 340% 111,353 104,671 95,614 340% 111,353 104,671
4 /58 ] 3.40% 115139 109,382 98,482 340% 115,139 109,382
5 /59 0 3.40% 119,053 114,291 114,291 Jd40% 119,083 114,291
6 /60 0 3.00% 122,625 118,946 118,946 340% 123,101 119,408
7 /61 0 3.00% 126,304 123,778 123,778 340% 127,287 124,741
8 /62 0 3.00% 130,093 130,093 130,093 3.40% 131,614 131,614
9 /63 0 3.00% 133,996 133,996 133,996 3.40% 136,089 136,089
10 /64 (1] 3.00% 138,015 138,015 138,015 340% 140,716 140,716
11 /65 0 3.00% 142,156 142,156 142,156 340% 145501 145,501
16/70 0 3.00% 164,793 164,798 164,798 340% 171976 171,976
21/78 1] 3.00% 191,046 191,046 191,046 3.40% 203,268 203,268
26/80 0 3.00% 221,474 221,474 221,474 3.40% 240,255 240,255
31 /85 0 3.00% 256,749 256,749 256,749 3.40% 283,972 283,972
36/90 1] 3.00% 297,643 297,643 297,643 3.40% 335,643 335,643
41/95 0 3.00% 345,050 345,050 345,050 340% 396,717 396,717

For column descriptions, tumn to page 245-17

2456-36 © 2015 National Association of Insurance Commissioners
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Column Descriptions

(}) Ages shown are measured from the Annuitant's age at issue
{2) Premiom Payments are asstuncd to be made at the beginning of the Contract Year shown

Values Based on Goaranteed Rates

(3) Ioterest Crediting Rates shown are untual ratey; however, interest is credited daily. During the Initial Interest
Guaranteo Period, values developed from the Initiel Premivm Payment are illustrated using the Initial Guaranteed Interest
Rate{s) declared by the insurance company, which include an additiona) first year only interest bonus credit of 0.75%.
Tbe interest rates will be guaranteed for the Initial Intevest Guarantee Period, subject to an MV A, Afier the Initial Interest
Gusrantee Petiod, a new renewal interest mte will be declared annualfy, but can never be lesa than the Minimum
CGruarantced Interest Rate shown.,

{4#) Account Value is the amount you have a1 the end of each year if you leave your money in the contract until you start
receiving annuity payments. It is also the amount available upon the Annuitant's death if it ocours before annuity
paymeats begin. The death benefit is not affected by surrender charges or the MVA.

(5) Cash Surrender Vatue Before MV A in the amonnt available at the end of each year il you surrender the contract (after
deduction of anry Surrender Charge) but before the application of any MVA. Swrrender charges are applied to the Account
Value according to the schedule below nntil the surrender charge period ends, which may be afier the Initial Interest
Guarantec Period has ended.

Years Measured from Premium Payment: 1 2 3 4 5 6 T B+
Surrender Charges: 8% 7% 6% 5% 4% 3% 2% 0%

(6) Minimum Cash Surrender Value After MVA is the minirmim amount available at the end of each year if you surrender
your cootract before the end of five years, nc matter whai the MVA is. The minimum is set by law, Ths amount you
receive may be higher or lower than the cash surrender value due to the application of tha MV A, but acver lower than this
minimum. Otherwize the MVA works as followa: If the interest rasc available on new contracts offered by the company is
LOWER than your Initial Guaranteed Intorest Rate, the MVA will INCREASE the amount you receive. If the interest
rate available on new contracts offcred by the company is HIGHER than your initisl guaranteed interest rate, the MVA
will DECREASE the amount you reccive. Page 4 of this ifluatration provides additional information concerning the
MVA.

Values Based on Assumption that Initial Guaranteed Rates Continoe

(7 Interest Creditiog Rates are the same as in Column (3} for the Initial Interest Guarantee Period.
After the Initial Interest Guaranteo Period, a new renewal interest rate will be declared annually. For the purposes of
calculating the values in this colums, it is assumed that the Initial Guaranteed Interest Rato (without the bonus) will
continue as the new rencwal interest rate in all years. The actual renewal interest rates are not subject to an MV A and will
very likely NOT be the same as the illustrated renewal inlerest rates.

(8) Accoant Value is calculated the same way as column (4).

(%) Cash Surrender Value Before and After MVA is the Cash Surrender Value at the end of each year assuming that Enitial
Guarantood Intzrest Rates continue, and that the continuing rates are the vates offered by the company on new contracts,
In this case the MVA would be zero, and Cash Surrender Values before and afler the MV A would be the same,

Important Note: This illustration assumes you will taks no withdrawals from your snnuity before you begin ta receive periodic
incoms paymeats. Withdrawals will reduce both the annuity Acconnt Value nod the Cash Surrender Value. You may make
pertial withdrawals of up to 10% of your account valuc each coatract ysar without paying nurender charges. Excess withdrawnls
(nbove 10%) and full withdrawals will be subject to sucrender charges.

This hastration assunses the annulty's corrent interest erediting rates will not change, It is likely that they will change and
aciual values may be higher or lower than thote in the iBustration.

The values In this illustration are not guarantees or even estimates of the amounts you ¢an expect {rom yonr annuity, For
more information, read the annoity disclosure and annaity buyer’s gulde.

© 2015 National Associntion of lnaurance Commisatoners 245-37
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MVA-adjusted Cash Sorrender Values {CSVs) Under Sample Seenarios

The graphs below shows MVA-adjusted Cash Surrender Values (CSV5) during the first five years of the contract, as illustrated on page 2
(5100,000 single premfun, & 5-year MVA Period) under two sample scenarios, as described below.

Graph #1 shows if the intarest rate on new contracts is 3% LOWER than your Tnitial Guaranteed Interest Rate, the MVA will increass the
amount you receive (green line). The pink line shows the Cash Surrender Values if the Initial Guaranteed Interest Rates continue (from

Column (9) on Page 2).

Graph #2 shows if the interest mic on new contracts iz 3% HIGHER than your Initial Guaranteed Interest Rate, the MVA will decrease the
amount you receive, but not below the minimum set by Jaw (Column (6) on Page 2), which in this scenario limits the decresse for the first 2
years (yellow line). The pink lins shows the Cash Surrender Vahies if the Initial Guaraniced Intcrest Rates continue (from Column (9) on

Page2).

These graphs and the sample guaraniced interest rates on new contracts used are for demonstration purposes only and are not intended to be a
projection of how guaranteed intarest tates on new contracis are likely to behave,

Initlal Guaranteed Interest Rate on New
Contracts is 3% LOWER

110,000

100,000

MVA Adjusted CSV

90,000

Yaar §ines Baginnlng of WYA Peried

Initial Guaranteed Interest Rate on New
Contracts Is 3% HIGHER

120000 7ep
g 110,000
E 100,000
{subject in minimum sel by low, up
through 2 years)
$0.000 ail

Yaor Sinca Bagianing of MVA Fadod
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AUTHORITY: sections 374,045, 375,141, and 375.143, RSMo Supp.
2013, and sections 375.934, 375.936, and 375.948, RSMo 2000.
Original rule filed Sept. 30, 2016.

PUBLIC COST: This proposed rule will not cost state agencies or
political subdivisions more than five hundred dollars ($500) in the
aggregare.

PRIVATE COST: This proposed rule will not cost private entities
more than five hundred dollars {3500) in the aggregate.

NOTICE TO SUBMIT COMMENTS: Anyone may file a statement in
support of or in opposition 1o this proposed rule with the Department
of Insurance, Financial Institutions and Professional Registration,
Attention: Tamara W, Kopp. Receivership Counsel, Director’s Office,
PO Box 690, Jefferson City, MO 65102, To be considered, comments
must be received within thirty (30) days after publication of this
notice in the Missouri Register. No public hearing is scheduled.

Title 20—DEPARTMENT OF INSURANCE,
FINANCIAL INSTITUTIONS AND PROFESSIONAL
REGISTRATION
Division 400—L.ife, Annuities and Health
Chapter 5—Advertising and Material Disclosures

PROPOSED RULE
20 CSR 400-5.900 Suitability in Annuity Transactions

PURPOSE: The purpose of the rule is to require insurers 1o establish
a system io supervise recommendations and to set forth standards
and procedures for recommendations to consumers that result in
transactions invelving annuity products so that the insurance needs
and financial objectives of consumers at the time of the transaciion
are appropriately addressed. Nothing herein shall be construed o
create or imply a private cause of action for a violation of this rule.
This rule implements the Nartional Association of Insurance
Commissioners (NAIC) Suitability in Annuity Transaciions Mode!
Regulation #275. This rule identifies and defines conduct that con-
stitutes unfair trade practices under the Unfair Trade Practice Act,
sections 375.930-375.948, RSMo, and effectuates and aids in the
interpretation gf sections 375.141.1(8) and 375.143, RSMo, with
respect to the demonstration of incompetence, untrustworthiness,
financial irresponsibility, and customer suitability in the offer, sale,
or exchange of annuity producis.

(1} Scope. This rule shali apply to any recommendation to purchase,
exchange, or replace an annuity made to a consumer by an insurance
producer, or an insurer where no producer is involved, that results in
the purchase, exchange, or replacement recommended.

{2) Exemptions. Unless otherwise specificaily included, this rule
shall not apply to transactions involving—

(A} Direct response solicitations where there is no recommenda-
tion based on information collected from the consumer pursvant to
this rule;

(B) Contracts used to fund—

1. An employee pension or welfare benefit plan that is covered
by the Employee Retirement and Income Security Act (ERISA);

2. A plan described by Sections 401(a), 401(k), 403(b), 408(k),
or 408(p) of the Internal Revenue Code (IRC), as amended, if estab-
lished or maintained by an employer;

3. A povernment or church plan defined in Section 414 of the
IRC, a government or church welfare benefit plan, or a deferred
compensation plan of a state or local government, or tax exempt
organization under Section 457 of the IRC;

4. A nonqualified deferred compensation armngement estab-

lished or maintained by an employer or plan sponsor;

5. Settlements of or assumptions of liabilities associated with
personal injury litigation or any dispute or claim resolution process;
or

6. Formal prepaid funeral contracts.

(3) Definitions.

{A) “Annuity” means an annuity that is an insurance product
under state law that is individually solicited, whether the product is
classified as an individual or group annuity.

(B) “Continuing education credit” or “CE credit™ means one (1)
continuing education credit in accordance with section 375.020,
RSMo.

(C) “Continuing education provider” or “CE provider” means an
individual or entity that is approved to offer continuing education
courses pursuant to section 375.020, RSMo.

(D) “FINRA” means the Financial Industry Regulatory Authority
or a succeeding agency.

(E) “Insurer” means a company required to be licensed under the
laws of this state to provide insurance products, including annuities.

(F) “Insurance producer” means a person required to be licensed
under the laws of this state to sell, solicit, or negotiate insurance,
including annuities.

(G) “Recommendation” means advice provided by an insurance
producer, ot an insurer where no producer is involved, to an individ-
ual consumer that results in a purchase, exchange, or replacement of
an annuity in accordance with that advice,

{H) “Replacememt” rmeans a transaction in which a new policy or
contract is to be purchased, and it is known or should be known o0
the proposing producer, or to the proposing insurer if there is no pro-
ducer, that by reason of the transaction, an existing policy or contract
has been or is to be—

1. Lapsed, forfeited, surrendered, or partially surrendered,
assigned to the replacing insurer, or otherwise terminated;

2. Converted to reduced paid-up insurance, continued as
extended term insurance, or otherwise reduced in value by the use of
nonforfeimire benefits or other policy values;

3. Amended so as to effect either a reduction in benefits or in
the term for which coverage would otherwise remain in force or for
which benefits would be paid;

4. Reissued with any reduction in cash value; or

5. Used in a financed purchase.

(I) “Suitability information” means information that is reasonably
appropriate to determine the suitability of a recommendation, includ-
ing the following:

I. Age;

2. Annual income;

3. Financial simation and needs, including the financial
resources used for the funding of the annuity;

4. Financial experience;

5. Financial objectives;

6. Intended use of the annuity;

7. Financial time horizon;

8. Existing assets, including investment and life insurance hold-
ings;

9. Liquidity needs;

10. Liquid net worth;

11. Risk tolerance; and

12, Tax status.

(J) “Tangible net benefit” means that the transaction will demon-
strably improve the financial position of the consumer.

(4) Duties of Insurers and of Insurance Producers.

(A) In recommending to a consumer the purchase of an annuity or
the exchange of an annuity that results in another insurance transac-
tion or series of insurance transactions, the insurance producer, or
the insurer where no producer is involved, shall have reasonable
grounds for believing that the recommendation is suitable for the



